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President Raul Cubas Grau took the oath of office as Paraguay's 49th president Aug. 15 in a
ceremony that underscored the animosity among factions of the governing Asociacion Nacional
Republicana (ANR, Partido Colorado). Within days, Cubas Grau freed jailed former Gen. Lino
Cesar Oviedo. With little political experience, the president faces serious political and economic
problems. Cubas Grau, a 54-year-old electrical engineer, entered politics helped by the fortune
left him by his father, a close ally of former dictator Alfredo Stroessner (1954- 1989). He had been
outgoing president Juan Carlos Wasmosy's planning minister, and then briefly interior minister,
before resigning when Wasmosy removed Oviedo as head of the army in 1996, following a failed
coup attempt (see NotiSur, 05/03/96).
Cubas became the Colorado candidate just three weeks before the election, when candidate
Oviedo's 10-year sentence for the attempted coup was upheld by the Corte Suprema de Justicia,
making him ineligible to run for office. Cubas, Oviedo's running mate, moved to the top of the
ticket, and ANR party president and Oviedo opponent Luis Maria Argana came on board as vice
presidential candidate (see NotiSur, 03/20/98 and 05/01/98).
At the inauguration, Cubas Grau refused to receive the presidential staff and sash from Wasmosy,
so the symbols were presented by Congress president Luis Gonzalez Macchi. In his address,
Cubas Grau promised to stabilize the economy, restructure the state banking system, reform state
institutions, reorganize the agricultural sector, improve the quality of education and health, increase
security for citizens, achieve transparency in public office, curb public spending, reduce military
expenditures, and improve the general quality of life. Cubas Grau also spoke of Paraguay's role
within the trade bloc Mercado Comun del Sur (MERCOSUR).
The nation's "delicate" economic situation calls for severe adjustment, Cubas Grau said, and he
called on MERCOSUR countries to invest in its shaky economy. He will carry out an "internalimpact" study of integration with MERCOSUR, "seeking compensation as the relatively leastdeveloped nation." "We aren't asking for charity," he said. "We're asking for cooperation among the
member countries."

Role of Oviedo will be key in new administration
In his inaugural address, Cubas Grau said that in the future, "justice would be equal for all," and
political persecution would no longer be the predominant sign of power. The president said he
would free Oviedo, but it would not happen immediately. "We are going to do everything the law
permits to ensure Gen. Oviedo gets justice," he said. When he took Oviedo's place on the ticket,
Cubas promised to free the general, and evidently planned to do so by presidential pardon.
Before adjourning, Congress, dominated by Oviedo's opponents, passed a law stipulating that
prisoners must serve at least half their sentence before being eligible for a presidential pardon,
making Oviedo eligible in 2003. In a surprise decree on Aug. 18, however, Cubas Grau commuted
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Oviedo's sentence to time served. The decree also reversed the military discharge and restored
Oviedo's civil and political rights. Cubas Grau's quick action could prove costly politically.
Lawyer Julio Cesar Vasconsellos, legal advisor to Wasmosy, said the decree "is illegal and calls for
impeachment proceedings against the president for flagrant violation of the law." The opposition
Partido Liberal Radical Autentico (PLRA) also called for impeachment and accused the president of
presiding over "a judicial coup d'etat."
Even if Cubas Grau avoids a crippling political fight, Oviedo's role in the new government remains
a question. Cubas has said he expects Oviedo to serve as "a friend of the government," during
his term. But the president will have to establish his leadership, changing the perception that
the country is getting a dual leadership shared with Oviedo. Cubas Grau must also work out his
relationship with the military high command, which Wasmosy revamped just before leaving office
to remove many Oviedo loyalists.

Economy will be greatest headache
The day after taking office, Cubas announced drastic measures to respond to the "critical" economic
situation, citing the urgent need to cut the nation's US$200 million budget deficit. He announced
cuts in the use of mobile telephones and government cars by public employees and a reduction in
public-service overtime. Cubas blames many of the country's problems on Wasmosy. He accuses his
predecessor of diverting US$800 million to bail out troubled banks, which later collapsed, causing
many people to lose their savings.
The administration's economic team hopes to meet its coming obligations by reinforcing
international reserves which had fallen to US$776 million in July, less than the amount of money
in circulation. They are negotiating a US$300 million credit with the International Monetary Fund
(IMF), along with a contingency loan of another US$500 million to restore health to the financial
system. Treasury bonds issued two years ago will fall due in the coming weeks. Depositors in the
failed financial institutions are also awaiting payment, which the government plans to cover by
issuing new bonds. "We will have to pray hard to reach Dec. 31 with public salaries and holiday
bonuses paid," said Finance Minister Heinz Gerardo Doll, a close friend and business partner of
Oviedo.
Doll said public employees would not receive salary increases next year, adding that if more
emphasis is not put on taxes the republic "will go broke, that is, if it isn't already." "An economy in
ruins, legitimate impatience toward a system that generates misery and excludes people, and the
impression that the fight against corruption is simply rhetoric are what welcome President Cubas,"
said sociologist Carlos Martini. Wasmosy wants quick seat in Senate Wasmosy ended his term with
the books unbalanced, accounts overdue, and due dates on bonds and loans pending. He is being
questioned about US$58 million in public-works contracts awarded during his presidency to two
companies he owned.
Other complaints include redirecting state funds from the Social Welfare Institute to the troubled
financial institutions. In his 13-minute farewell speech, Wasmosy said five years was not enough
to reach his objectives, and he regretted being unable to "leave the country more prosperous." He
said his main accomplishment was to hand over the government to an elected civilian president,
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and he asked forgiveness for his shortcomings. His potential legal problems make Wasmosy
most anxious to take his lifetime seat in the Senate, with its accompanying political immunity.
Paraguay's Constitution provides that ex- presidents can become senators for life, except those
found guilty in a political trial. Wasmosy's future may depend on how quickly he takes his oath of
office. [Sources: Inter Press Service, 08/12/98, 08/14/98, 08/15/98; Agence France- Presse, 08/15/98;
Notimex, 08/14-17/98; El Nuevo Herald (Miami), 08/16/98, 08/17/98; Spanish news service EFE, 08/1618/98; Associated Press, Reuters, 08/16/98, 08/18/98; CNN, 08/18/98]

-- End --
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